II. Literature Review
International Trade is defined as the exchange of capital, goods and services across international borders or territories. It has been prevalent since a millennium. Consistent with the way in which nations traded with each other over time, economists developed theories to explain the mechanisms of global trade. The phenomenon has evolved considerably over time. Ranging from the classical theory which talked about global trade mechanics from a country"s perspective, there are modern theories which talk about international trade from a firm"s perspective. But a basic question which intrigues us is "why do countries trade?" Trading across borders provides various benefits. Adam Smith, in his book "The wealth of Nations", interpreted the meaning of "Value" in two ways: 1) Exchange value 2) Consumption value He propounded that some commodities possess exchange value, which make them of little use for consumption but adept for being used as a medium of exchange. On the other hand, other commodities possess consumption value, which possess utility for consumption but are incapable of being used for exchange. International trade helps countries engaging in it to buy goods which hold consumption value in exchange of goods which hold exchange value. Countries trade because of relative differences in prices of the same good across different parts of the world. The relevance and importance of International Trade has increased remarkably over the last two centuries, especially since the Industrial Revolution and can be gauged from the growth in absolute value of exports over time. The figure 1 below shows the value of exports of goods and services from 1960 to 2015. From US$155 Billion in 1960, the value has increased to US$ 21.27 Trillion, at a compound annual growth rate of 9.36%. Further, a measure to look into the importance of International trade is to look at the share of traded goods in relation to the size of the world economy. The share of exports in world GDP has increased from 12% in 1960 to near 30% in 2015. Thus, trade is rising not only in absolute terms but also in relation to the size of the world economy, hence gaining more importance. The concept which suggests what an economy should export and import was coined for the first time in the 18 th Century by Adam Smith when he talked about "Absolute Advantage" in his book "The Wealth of Nations". He advocated the idea of exporting those goods in which an economy has absolute advantage, i.e. goods which the economy can produce at lesser cost of production than rest of the world. It advocates the phenomenon that each country shall eventually shift its limited factors of production, assumed to be labour, to produce those goods and services that it specializes in. Later, David Ricardo came up with a new concept in his book "The Principles of Political Economy and Taxation" where he supported the idea of exporting only those goods in which an economy enjoys "Comparative" Advantage. Sukati (2016) studied the RCA of COMESA Members in common agricultural commodities to search for opportunities to set up agro-processing industries in these countries. The objective of his research was to determine the level of agro-processing in the region and identify key commodities the member countries could focus on to set up agro-processing units. He used the Standard Balassa (1965) Index for the analysis. However, he normalized the analysis using the approach proposed by Laursen (2000) . There is upper bound for products with a revealed comparative advantage but a lower bound of 0 for products with revealed comparative disadvantage. The approach was:-
On the basis of data analysed (data from 2005 to 2013), it was found that Rwanda had high RCA in live animals, raw hides and skins, leather and unprocessed coffee, and the country could foray into industries that use these commodities as primary raw material for production. Balassa & Noland (1989) studied the revealed comparative advantage of Japan and the United States. with the objective of identifying changes in specialization of these two economies in product categories differentiated on the basis of human skills involved. The authors used the standard RCAI coupled with the net exports revealed comparativeadvantage Index. RCAI data was collected for 4-years intervals starting from 1967 till 1983. The product categories were classified into: Primary Goods, Unskilled-Labour Intensive Goods, Humans-Capital Intensive Goods and Physical Capital Intensive Products. Their Study revealed that during the period of study, Japan ratcheted up towards becoming a more human capital intensive industrial economy at the cost of unskilled labour intensive and primary goods industries. The economy became increasingly specialized in producing products requiring use of skilled labour. The U.S.A. increased its comparative advantage in primary products category while its competitiveness in unskilled labour intensive and human capital intensive products remained stable. The most striking revelation of their study was the strategic alignment and complementary nature of the two countries" specializations in high-technology products. Japan and U.S.A. didn"t follow the same learning path in the technological space. In some product categories, Japan lost its comparative advantage to the U.S.A. while in others, the U.S.A. lost its comparative advantage to Japan. Ndayitwayeko and Ndimanya (2015) ) and time trend regression analysis model to discern whether countries lost or gained competitiveness during the period under study. Their analysis reflected a gradual decline in the competitiveness in coffee exports for all EAC members. Burundi"s performance was the weakest with lowest export level and NRCA. The authors suggested institutional reforms, privatization and liberalization of coffee sub-sectors to improve the quality and quantity of exports in this region, especially in Burundi.
III. Research Design Data
For the purpose of the study, the series covers the data from 2001 to 2015 in case of Rwanda. The period of study chosen is based on the availability of data. Data covers 5000 entries for various product classifications.
The study is based on export data as per the HS (H-S 1996) classification. Governed by "The International Convention on the Harmonized Commodity Description and Coding System", the Harmonized Commodity Description and Coding System generally referred to as "Harmonized System" or simply "HS" is a multipurpose international product nomenclature developed by the World Customs Organization (WCO). It comprises about 5,000 commodity groups; each identified by a six digit code, arranged in a legal and logical structure and is supported by well-defined rules to achieve uniform classification. The system is used by more than 200 countries and economies as a basis for their Customs tariffs and for the collection of international trade statistics. Over 98 % of the merchandise in international trade is classified in terms of the HS. The HS contributes to the harmonization of Customs and trade procedures, and the non-documentary trade data interchange in connection with such procedures, thus reducing the costs related to international trade. It is also extensively used by governments, international organizations and the private sector for many other purposes such as internal taxes, trade policies, monitoring of controlled goods, rules of origin, freight tariffs, transport statistics, price monitoring, quota controls, compilation of national accounts, and economic research and analysis. The HS is thus a universal economic language and code for goods, and an indispensable tool for international trade. Data on worldwide exports by industry are extracts from the data portal World Integrated Trade Solution (WITS), maintained by The World Bank in close collaboration with the United Nations Conference on Trade and Development (UNCTAD). The ultimate source of the exports data is the United Nation Statistical Division (UNSD) Commodity Trade (COMTRADE) database that contains exports by commodity and partner country. Values are recorded in U.S. dollars.
Methodology
The paper utilizes the measure of the index of Revealed Comparative Advantage (RCA) as introduced by Balassa (1965) . The central idea to determine a country"s export 'strong' sectors by analysing its actual export flows was pioneered by Liesner (1958) . This procedure was refined by Bela Balassa (1965 Balassa ( , 1989 ) to form the now popularly known 'Balassa Index'. Since the actual export flows "reveal" the country"s sectoral strength, it is also known as Revealed Comparative Advantage.
As per this measure, a country's comparative advantage is "revealed" by the relative export performance of individual product categories to the global export performance relative to that product category. Formulaically, the Revealed Comparative Advantage is expressed as:
where, RCA ij = Revealed comparative advantage of the ith country"s, jth industry, x ij = Merchandise exports of the jth industry by the ith country, X i = Total merchandise exports of the ith country, x wj = World merchandise exports of the jth industry, X w = Total merchandise world exports.
Many countries are, for example, producing and exporting cars. To establish whether a country, say Japan, holds a particularly strong position in the car industry, Balassa argued that one should compare the share of car exports in Japan"s total exports with the share of car exports in a group of reference country"s total exports. The Balassa index is therefore essentially a normalized export share. More specifically, if BI , country A is said to have a revealed comparative advantage in industry j, since this industry is more important for country A"s exports than for the exports of the reference countries i.e. If the RCA index for a particular industry is greater than 1, it implies that the country has a revealed comparative advantage in the exports/imports of that industry and vice-versa. As such for any particular country, Sector i"s revealed comparative advantage in year t is:
The paper employs descriptive and analytical statistics to explain its objectives of measuring export competitiveness and comparative advantages in the African country.
IV. Objectives Of Study
The study has been undertaken with the following objectives in mind: 1. To understand the pattern of exports of Rwanda 2. To identify changes in the pattern of Rwandan Exports 3. To identify the core areas of Rwanda where it specializes
V. Analysis & Interpretation
The Analysis of Rwanda"s RCA has been carried out at the chapter, sector and product, and subproduct level i.e. 4 Digit and 6 Digit level HS-1996 Classification. It has been done because pattern of trade may differ at different levels of disaggregation within a chapter. First of all, the top ten chapters where Rwanda has highest RCA have been studied followed by their classifications and sub classifications. Subsequently, sudden breakouts in the RCA of any chapter or its classifications have been discussed. Finally, the last part looks at the RCA in terms of types of goods traded. At the aggregate level, Rwanda enjoyed comparative advantage in 24 out of 76 chapters it exported in 2015. In the first year of study, this figure was 6 out of 32 chapter goods that the country exported. At the most dis-aggregated level, i.e. In 2015, Top Spot was occupied by Coffee, Tea, Mati & Spices (C-09). This chapter held significance in earlier years too. In the late 1990s after the genocide, the Rwandan Government recognized the potential of coffee and tea as cash crops and export value products, and implemented several policies and strategies (National Coffee Strategy and National Tea Strategy) to make coffee and tea a priority sector. Through Research in better harvesting practices, farmer education, designation of more area for cultivation of these crops, better marketing opportunities, etc. Rwanda became one of the largest exporters of high quality coffee beans and Tea. In 2015, It generated over 22% of Export Revenue for the country. It has maintained its top spot in the RCA ranking since 2003. However, the RCA of Chapter 9 has fallen over the years. Increasing competition from other tea and coffee exporters made Rwandan exports uncompetitive. To counter this problem, Rwandan government focused on niche markets by catering to the needs of a handful of importing countries through marketing its coffee as one of the best qualities coffee in the world. This has helped Rwandan coffee growers fetch attractive price for their produce even amid rising volatility in world coffee markets. In case of tea, falling prices due to increased supply, loopholes in supply chain, lack of investment in research &development, and education kept export value of Rwandan tea stagnant. Products under Works of Art; Collectors" pieces and antiques (C-97) have always been a miniscule part of Rwanda"s Exports. However, the country"s comparative advantage in this chapter"s products had been greater than 1 during some part of the study. Original Sculptures and Statuary, in any material (9703) have been the most significant component of this chapter for Rwanda since 2001. Its RCAI index peaked at 11.2 in 2007 when export value was $ 365K. Since then, the export value and consequently, the RCAI reveal a downtrend in this sub-chapter. Only in 2015 did the RCAI increased to 1.86. Rwanda Exported $1.39M worth of Paintings, Drawings and Pastels, executed completely (9701) in 2008 and its RCAI was 3.7. But the advantage couldn"t be maintained for long as export value declined and RCAI turned less than 1 in 2011. Collectively, the country enjoyed comparative advantage in this chapter until 2010. Under Chapter 27-Mineral fuels, oils and products of their distillation; Bituminous substances; mineral waxes-formed 67% of Rwanda"s total Exports in 2001. As the economy grew and variety of products traded expanded, products of this chapter started to assume lesser importance for the economy. Petroleum oils and oils obtained from bituminous minerals (excluding crude); preparations containing >= 70% by weight of petroleum oils or of oils obtained from bituminous minerals, these oils being the basic constituents of the preparations, n.e.s.; waste oils containing mainly petroleum or bituminous minerals (2710) form the greatest portion of this chapter in Rwanda. Since 2009, the RCAI of this 4-digit Code has been increasing steadily and turned advantageous in 2012. It stood at 4.08 in 2015. In 2015, the export value of this sub-chapter was $ 86.23 M and it formed 14.9% of total export value.
VI. Conclusion & Recommendations
A detailed analysis was conducted of the Rwanda"s export competitiveness both at the aggregated and dis-aggregated level. From the analysis and interpretation, it is safe to say that Rwandan economy has grown and expanded during this period. New products have started to be produced and exported. This is evident from the fact that primary pillars of the country"s export, i.e. Coffee, tea, different ores and minerals, Raw hides and skins have been growing in value but their proportion in total export value have been falling. A pro-active approach of the government to turn Rwanda into a manufacturing hub for various types of goods, both semiprocessed and processed is paying off. However, a downward trend in the RCA value for most of its primary exports is a signal that the country"s competitiveness in their production is fading. This is happening due to technological, physical and financial constraints. Its agrarian status offers it a large opportunity to invest in agroprocessing industry. The country produces such agricultural goods, which, if processed and converted into high value goods, can boost country"s position in global value chain and help it tap a wider international market base.
Amid growing uncertainty in the global market, increasing volatility in prices of agricultural and commercial commodities which are governed by international market forces, it is essential for a country like Rwanda to portray itself as a brand to the world. Branding can help Rwanda minimize the negative impacts of price volatilities and minimize the risk of global uncertainty. This can happen only through setting up of a strong industrial base in the country for manufacturing those goods whose raw material requirement can be filled by indigenously produced goods, basically agricultural goods. The country needs to reduce its dependence on commodities which have sustained it since the beginning. A boost in industrial sector would lead to more employment opportunities and expansion in the services sector as well, eventually shifting its economy to an industrial or service economy status. Investment in Research & Development and education would be crucial for the country to enhance the skills and competencies of its labour. Overall, Rwanda shows bright signs of becoming an export oriented economy with comparative advantage in semi-processed and processed goods.
